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WARNOCK HERSEY INTERNATIONAL LIMITED 


PRESIDENT’S REPORT 
OPERATIONS 


Your company did better in 1971. Although revenues fell from $68,417,231 to $50,749,215 due to the disposal of 
certain divisions, the serious operating and extraordinary losses aggregating $7,049,551 of a year ago were reduced in 
1971 to $554,191. 


The loss for the year of $554,191 includes approximately $500,000 of operating losses in divisions that were disposed 
of late in 1971. 


At the operating level, operating loss was reduced from $3,965,583 to $790,005 and operating cash flow (operating loss 
less depreciation) improved from a negative cash flow in 1970 of $2,042,825 to a positive cash flow in 1971 of $532,755. 


FINANCES 


Complementing the improved operating results, the company strengthened its financial resources by redeeming its 542 % 
Income Debenture maturing early in 1972 and by converting substantial amounts of current bank debt to a term position. 


As a result of these transactions, the change in the company’s working capital as set out in the Source and Application 
of Funds was an improvement of $4,564,791 (compared to a deterioration in 1970 of $4,956,770). 


Consolidated working capital at December 31 thus stood at $11,839,650 compared to $7,274,859 on the same date 
last year. As well as an increase in working capital noted above, there were changes in make up of the company’s working 
assets which resulted in an improvement in the current ratio from 1.3 to 2.2. 


With operating results showing improvement and with the strengthened balance sheet, management has been en- 
couraged to take a more positive attitude in respect of the company’s growth. 


TRANSACTIONS SINCE JANUARY 1, 1972 


Since January 1, therefore, two of our divisions have negotiated and, subject only to approval by appropriate 
authorities, have purchased businesses similar to their own which we anticipate will augment their profits substantially 
over the next several years. 


In addition to these acquisitions of modest size, the company has purchased 76.3% of the outstanding shares of 
Toronto Iron Works, Limited and intends to make an offer at the same price, to the remaining shareholders of that company. 


Our investigation of Toronto Iron Works indicated past and potential profitability, and a competent operating 
management. We believe this acquisition will be an advantageous one to Warnock Hersey. 


THE OUTLOOK 


__ During the past two years, a good part of your management’s resources have necessarily been directed towards dealing 
with loss divisions and with finances. I am encouraged by the results of these efforts which are apparent in this year’s 
financial statements. 


_ Stopping the losses, of course, is only the first phase and it is necessary now to initiate further gains in profitability 
until earnings are appropriate to the shareholders’ equity. 


In this regard, I am optimistic and have confidence in the management group we are developing in the divisions and 
Head Office. I believe their efforts coupled with the growth which we see in the general economy will accomplish this goal. 


DIRECTORS AND STAFF 


_ It is with regret that I announce that Mr. T. R. McLagan has reached the retirement age for the Board of Directors. 
Since 1968, when he first joined the Board, the company has made good use of Mr. McLagan’s broad knowledge and 
experience. His vitality and his special talent of expressing simply the most complex of business problems will be missed. 


The period from which your company is just now emerging has been a very difficult one for management personnel 
both in the divisions and at Head Office, for the employees of the company and for the members of the Board of Directors. 


I should like to record my personal appreciation to all of these, directors, and employees alike, for their faithful work 
and for their support in this past year. 


J. CLAUDE HEBERT, 
Montreal, March 28, 1972 President. 


WARNOCK HERSEY INTERNATIONAL LIMITED 


DIVISIONS AND SUBSIDIARIES 
as at December 31, 1971 


PROFESSIONAL SERVICES DIVISION — Head Office, Ville LaSalle, Quebec. 


An international organization supplying the services of scientific analysis, appraisal and testing in eight of the 
principal Canadian cities, in the Caribbean and in South America. 


TRANS-AD DIVISION — Head Office, Montreal, Quebec. 


A national organization which has been Canada’s largest suppliers of public transit advertising for over 50 years. 


RECREATION — 


Le Chanteclerc, Ste-A déle-en-Haut, Quebec — 


A popular and well known Laurentian resort hotel offering ski, golf, swimming and tennis to both transient and 
convention guests. 


Sunshine Village — 


Located near Banff, Alberta, Sunshine is an outstanding Canadian Rockies ski resort. A 90 room hotel, dining 
lounge, bar and sauna form part of its facilities. 


Banff Voyager Inn — 
Located in Banff, Alberta, it is an all season hotel/motel with excellent cuisine, heated pool, recreation room 
and sauna. 


Garibaldi Lifts — 
On Whistler Mountain, B.C., north of Vancouver, Garibaldi is growing rapidly as a major ski operation. 


TEK PLASTICS LIMITED — Head Office, Mississauga, Ontario. 


Tek manufactures and installs illuminated and non-illuminated plastic signs and is a major supplier to national 
accounts. 


FURNITURE — 
The company operates two furniture subsidiaries: 


Henderson Furniture Limited — Head Office, St. Lambert, Quebec. 
Canada’s largest chair manufacturer. 


Princeville Furniture Limited — Head Office, Princeville, Quebec. 
A major supplier of fine furniture for the home. 


INTERNATIONAL BRONZE POWDERS LIMITED — Head Office, Montreal, Quebec. 


This company operates in the United States through its subsidiary company, United States Bronze Powders Inc., 
Flemington, New Jersey and is the largest American producer of bronze powders. In Canada, the company’s Canbro 
Division is the largest Canadian manufacturer of bronze powders. The products of International Bronze are widely 
used in the automotive, plastics, printing, paint, explosive and other industries. 


INDIVIDUAL LEARNING SYSTEMS, INC. — San Rafael, California. 


Publishes educational course material for use in individualized curricula of universities, colleges and high 
schools. Sells nationally in United States and Canada. 


WARNOCK HERSEY INTERNATIONAL LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME AND SURPLUS 


For the Years Ended 
December 31 
197% 1970 
INCOME 
Gross revenue from operations. 3 <,.geeucrieteee pans ae et an ee $50,214,908 $67,612,263 
Income: from: inVeStMents 4.225 SR ae eect ee aan nee 534,307 804,968 
50,749,215 68,417,231 
EXPENSES 
Operating and :administratives<3..:..55.20se.0cee nore ee ee 48,550,084 67,970,739 
Depreciation and amortization 2 ,oncs cent ee ee eee 1,322,760 1,922,758 
Intereston long term ‘débt\ 2k Mack te ec ats Sena rea ee ee a 935,981 868,684 
Other interest ©. 3Se  Fe ee er ee ea If a ee Le aa 399,610 1,395,462 
Income: taXeS 2 = oF Sy ook teredne eee os Oe: 20 SOE Sen BO i cee a 292,795 S15 eS yiLS) 
Minority, interest) s3..c. 0. shennan eae ee tia ae Re ee er ee 37,990 (108,344) 
$1,539,220 72,382,814 
Ioss* BEFORE? EXTRAORDINARY: ITE MSI cee: seen ree eee eee (790,005) (3,965,583) 
EXTRAORDINARY INCOME (CHARGES) (net of minority interest) 
Discount realized on early redemption of long term debt ...............0..0000. cece 211,200 -— 
Gain on’ sale of investments and? fixed assctsie2 se ee 94,342 2,786,495 
Provision for decrease in quoted value of marketable securities ...........................04. — (3,118,728) 
Provision related to the discontinuance of certain operations ...........00.0.00.....0.e (252,734) (2,274,832) 
Difference between cost of investments in 
subsidiariessand: thesunderlyin ge DOOKs val CS mee eee eee eee nee ee 118,947 (208,825) 
Prior years’ adjustments (3.525, soscsicue ae stn es a er ee 64,059 (268,078) 
TORAL LOSScAND: EXTRAORDINARY [TE MS peg eee ee ee ee ee (554,191) (7,049,551) 
CONSOLIDATED: SURPLUS —— January (1 fim.os a. oes ere en tee cane eae 3,658,117 11,040,664 
Deduct: Dividends; paid «Notes 5))ie asc tee eee ee ee eee — (332,996) 


CONSOLIDATED SURPLUS — December 31 
Loss PER COMMON SHARE 
Before extraordinary items 
After extraordinary items 


$ 3,103,926 


AUDITORS’ REPORT 
To the Shareholders, 
WARNOCK HERSEY INTERNATIONAL LIMITED. 


$3,658,117 


$2.25 
$3.93 


We have examined the consolidated balance sheet of Warnock Hersey International Limited and subsidiary companies as 
at December 31, 1971 and the consolidated statements of income and surplus and source and application of funds for the 
year then ended. Our examination included a general review of the accounting procedures and such tests of accounting records 


and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the companies as at 
December 31, 1971 and the results of their operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


CAMPBELL, SHARP, NASH & FIELD 


Montreal, March 1, 1972. 


Chartered Accountants. 


WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF SOURCE & APPLICATION OF FUNDS 


For the years ended 
December 31 


1971 1970 


SOURCE OF FUNDS 
Total loss and extraordinary items ......... hiat ss $ (554,191) $(7,049,551) 
Items not requiring an outlay of funds: 
Minority interest in net income and extraordinary items 41,093 527-220 
DePreciaisGn wand vammOrilzAuiOn oe ie ay, aden iinin bovine 1,322,760 1,922,758 
Grain Ob Sale"Or T1Lked ASSIS = oe (245,017) (1,117,886) 
Provision for decrease in quoted value of 
amvestinent Mm associated) COMPANY vo oss: 0. oo. doe geese evetnset — 1,203,304 
Reduction in carrying value of non-current 
MOSeis Om CISCOMUMMCH TOPCLAtlONS ta5 cis a)ei ioe ha ikeremconian — 1,454,095 
OCI Glee ee gO RO cl Fo wh, 8s 2s oh a5 dan uch dacadrPeturw bern 128,985 116,397 
693,630 (2,943,657) 
Disposal of investments other than marketable securities ...... : 303,256 L7I3,1 32 
PEOCCCUs: Olrissllor GO) Slales err ee or an ee tr ete, — 178,940 
Net increase in working capital by reason of 
DUP CHASe ANC Sale (Ol SUD SICIATICS © gy kat, sey occ od, vn en's cae 195,827 1,950,055 
Proceeds on issue of long term debt .............. meth tes ta a i cee 7,437,500 15227,092 
Procecds. Of, SalesOrdi x eCrassets = ...6e ele. ay. ice-sheet EA Oe 25033252 4,232,498 
Proceeds on redemption of term deposit ......... Boece ee 3,780,000 —- 
14,443,465 6,419,480 
APPLICATION OF FUNDS 
Reduction of long term debt . ae CE ARR ree we 7,601,198 2,994,660 
Increase in investment in subsidiary and pscociated companies .. 193,435 _ 
PE Cai ASO OL ILX CCP ASSCLS NT ees SS Be Sli ctepuons ena eretitn malate 1552223792 3,242,270 
Purchase for cancellation of preferred shares ep CG Tea Rot aR IO = 22,561 
Cash placed on deposit held for redemption of long term debt _- 3,780,000 
Advances in respect of executive stock option plan .................. — 400,000 
Mortgages and notes receivable arising from sale of assets ...... 561,669 603,763 
IPAYIC ME Oke CIV IGCHOS 9 nw oh caesar sak cape cer cicas — 332,990 
9,878,674 11,376,250 
INCREASE (DECREASE) IN WORKING CAPITAL . 4,564,791 (4,956,770) 
Working capital — January 1 
EAD SLE Y TOUS Vale OL LCU perm tee oho Pasir tad nicnd ciJohn st athases ae 505.704 14,523,805 
Reclassification of investment from current to long term ........ 1,088,872 2.292476 
PN SEL CSUALC CIN Eien Hk Sr erh tin met el rath aks faced ibecunetros sess 7,274,859 12,231,629 
WORKING CAPITAL — DECEMBER 31 ........... et BAS Pas cect $11,839,650 $ 7,274,859 


WARNOCK HERSEY INTERNATIONAL LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET — DECEMBER 31, 1971 


ASSETS 


CURRENT 
Cash 


Marketable securities, at the lower of cost or market (Note 2) 


Accounts and: notes: receivable 4..0...0 
Inventories, valued at the lower of cost or net realizable value .. 


Prépaicdexpenses sc. isu bigoted ee eee en Meee 


OTHER ASSETS 
Cash on deposit held for redemption of long term debt ............ 
Mortgages and notes receivable, net of current portion ............ 
Advances in respect of executive stock option plan (Note 3) .... 


Investment in associated company (Note 4) 


FIXED 
Land sbuildimes-andsequipment fat, cOSta 7a rere ee 


Less: Accumulated depreciation 


On behalf of the Board: 
P. N. THOMSON, Director 


J. CLAUDE HEBERT, Director 


*Reclassified for comparative purposes. 


1971 


$ 3,608,092 
4,390,899 
8,481,802 
4,678,752 

612,832 


ZU 712,300 


1,070,441 
400,000 
1,250,808 


2,721,249 


24,804,753 
10,098,201 


14,706,552 


$39,200,178 


1970 


$ 2,272,068 
7,478,846* 
13,581,065 
5,846,940 
604,722 


29,783,641 


3,780,000 
812,028 
400,000 

1,088,872* 


6,080,900 


30,121,964 
13,185,612 


16,936,352 


$52,800,893 


WARNOCK HERSEY INTERNATIONAL LIMITED 


AND SUBSIDIARY COMPANIES 


LIABILITIES 


CURRENT 


PATI KMITICICDICONCSS wSECULCC il Pen aye dese. a acts fcoanicnen tem acrabewar : 
ANC COMMISMDAY ADlG= AIG SACCEUICU Steg R ee exe oo ys asc Aclenvactes treasei 
Income andsoilier taxes ayaoleie escort tes 


LON SELL COL Ne Within OUG, Vea Gir ass ce eB foie oa Bmee, ach cee en 


LonG TERM DEBT, less amounts due within one year (secured ) 


Debentures and notes payable redeemed during 1971 
which had original maturities from 1972 to 1981 


Banka OATS eee rey Ore ere ete ere Ne nd We err al ee ada 


Otherg loans cee ee ee es eta ct nein ied ie cee 


DEFERRED INCOME TAXES AND OTHER DEFERRED CREDITS ........ 
MINOR GEYEUN TE REST eee re hits ee es ee ete, Wwe tran 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 


Preferred shares of $25 par value, issuable in series 
Authorized — 300,000 shares 
Issued — 110,795 shares 


$1.50 series “A” cumulative, redeemable at $26.25 ........ 


Common shares of no par value 
Authorized — 3,000,000 shares 


Issued Set S DORs O SIIALCS caret eacssa nia is gota k act g! «-aeetiesin 


CONSOLIDATED -SURPLUSEUNOLEDO )eatecte co sceghctnrs et cone iceedeansens 


1974 


$ 3,282,383 
5,571,497 
376,897 
701,950 


9,932,727 


8,241,000 
2,388,010 


10,629,010 


366,988 


889,490 


2,769,875 


11,508,162 


14,278,037 


3,103,926 


17,381,963 
$39,200,178 


1970 


$12,495,774 
7,951,425 
478,684 
1,582,899 


22,508,782 


6,024,290 
1,742,934 
3,025,484 


10,792,708 


CM LIME 


1,305,472 


2,769,875 


11,508,162 


14,278,037 


3,658,117 


17,936,154 
$52,800,893 


1) 


2) 


3) 


4) 


5) 


6) 


7) 


8) 


WARNOCK HERSEY INTERNATIONAL LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — DECEMBER 31, 1971 


PRINCIPLES OF CONSOLIDATION 
The consolidated financial statements include the accounts of the Company and all of its subsidiaries. 


MARKETABLE SECURITIES December 31 
Carrying Value Market Value 
1971 1970 1OTA 1970 

American Sterilizer Company 

132,000%commMOn Shaves seen eee — 3,153,647 — 3,153,647 
Power Corporation of Canada, Limited 

50,000 common and 525,000 5% preferred shares ...... 4,150,601 4,150,601 4,784,000 4,618,750 
Miscellaneous Eos le Marg hls ene tn eit EAM eh RE anid vite nos Jet 240,298 174,598 316,000 219 TSI 


$4,390,899 $7,478,846 $5,100,000 $7,992,128 
ADVANCES IN RESPECT OF EXECUTIVE STOCK OPTION PLAN 


The Company has advanced the sum of $400,000 to a trustee who has purchased 100,000 common shares of 
the Company under a stock option plan that is made available to senior executives. These options are exercisable 
at $4.00 per share in whole or in part up to June 30, 1976. No options were exercised prior to December 31, 1971. 


On May 25, 1971, Mr. J. Claude Hébert, President of the Company, was granted an option to purchase 
50,000 common shares from the Company at $4.00 per share. This option is exercisable as follows: 


Between May 25, 1971 and May 24, 1976 16,666 shares 
Between May 25, 1972 and May 24, 1977 16,667 shares 
Between May 25, 1973 and May 24, 1978 16,667 shares 


INVESTMENT IN ASSOCIATED COMPANY 

This amount represents advances ($161,936) to and an investment (4,187,970 common shares) in Bahamas- 
Caribbean Development Corporation Limited. These shares were acquired at a cost of $2,292,176 which was 
reduced as at December 31, 1970 to the then quoted value of $1,088,872 (market value December 31, 1971 — 
$585,000). As the present carrying value of this investment approximates the underlying equity value, no further 
provision has been made and the investment has been transferred out of the current asset category. 


DIVIDEND ARREARS 

7 toca on preferred shares are in arrears since October 30, 1970 and aggregate $207,740 as at December 

REMUNERATION OF DIRECTORS AND OFFICERS 

Number of Directors iS) Number of officers 11 

Remuneration as such $40,775 Remuneration as such $348,355 
Number of officers who are Directors 3 


CONTINGENT LIABILITIES 


_ Capital Management Limited, a subsidiary company, and its subsidiary, All-Canadian Group Distributors 
Limited, are defendants in various lawsuits arising out of a management agreement. Legal counsel is of the opinion 
that such lawsuits are not well founded. 


During the year, a dispute arose between a wholly-owned subsidiary and one of its customers in respect to 
the cancellation of a supply contract, performance of which is guaranteed by the Company. While the amounts 
discussed between the parties are substantial, no formal demand has as yet been made. 


Legal counsel has advised that in the event of a formal demand or subsequent litigation, the Company and 


its subsidiary have defenses of real substance. A modest provision for losses, if any, has been made in the accounts 
with respect to this dispute. 


SUBSEQUENT EVENTS 


Agreement was reached in December 1971, subject only to approval by the appropriate authorities, to acquire 
the operations of two companies that are in businesses directly related to those of the Professional Services and 
Trans-Ad Divisions of the Company for an aggregate purchase price of $1,850,000. Term loan agreements have 
been arranged for this amount at varying interest rates for periods of four and five years. These acquisitions, if 
approved, will be reflected in the Company’s 1972 fiscal year. 


On February 29, 1972, the Company agreed to purchase 76.3% of the common shares of The Toronto Iron 
Works, Limited and to extend such offer to the remaining shareholders resulting in a maximum commitment of 
approximately $6,300,000. Term financing has been arranged to the extent of $6,000.000. 
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